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Brief Description: Concerning implementation of a plan for fulfilling Article IX obligations.

Sponsors: Representatives Hunter, Lytton, Sullivan and Carlyle.

Brief Summary of Bill

* Establishes a schedule for legislative study and enactment of revisions to K-12
funding, including compensation and school district levies, by September 1, 2018.

* Establishes the Washington Education Funding Council to advise the Legislature on
these topics.

Hearing Date: 4/30/15
Staff: Jessica Harrell (786-7349).
Background:

Basic education funding formulas.

Under the prototypical school formula established in Engrossed Substitute House Bill (ESHB)
2261 (2009) and Substitute House Bill 2776 (2010), the state allocates funding to the state's 295
school districts for implementation of the state's program of basic education. These bills called
for phased-in implementation of specified enhancements to the basic education program and the
funding to support it. Three of these enhancements have not yet been fully implemented: (1)
specified increases in funding for materials, supplies, and operating costs (MSOC) by the
2015-16 school year; (2) full funding of class size reductions for grades kindergarten through 3
(K-3) by the 2017-18 school year; and (3) statewide implementation of all-day kindergarten, also
by the 2017-18 school year.

School district employee compensation.
State allocations. Funding to support salaries for the classified and administrative staff allocated
through the prototypical school funding formula is specified in the omnibus operating
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appropriations act. Funding for certificated instructional staft (CIS) is allocated based on a
"grid" which provides salary values that increase based on educational credit and years of
service. Each district's CIS allocation is based on its "staff mix"—that is, the distribution on the
state salary grid of the CIS hired by the district. In addition, the state allocates a salary rate for
classified staff and a salary rate for administrative staff in each district.

State restrictions on CIS salaries. In general, state salary funding is for allocation purposes only,
and school districts are not required to hire staff according to the prototypical school staffing
formula, nor are they required to pay CIS salaries according to the state CIS salary grid. Instead,
actual CIS salaries are determined by each district's collective bargaining agreements.

However, the state places some restrictions on actual salaries districts may pay. First, a district
may not pay CIS less than the lowest salary on the state grid for a bachelor's or master's degree
and zero years of service. Second, a district's actual average CIS salary may not exceed the
district's actual average salary that is allocated under the state formula. Third, CIS salaries in the
basic education program must be consistent with CIS salaries in other programs. Finally, CIS
salaries may exceed these limits only by separate contract for additional time, responsibility, or
incentive (TRI). Under the TRI restrictions, supplemental contracts may not be used to pay for
services that are part of the state's program of basic education.

Salary enhancements. Engrossed Substitute House Bill 2261 expressed intent to enhance
allocations for school district employee compensation by 2018. A report issued in 2012 by a
Compensation Technical Working Group (Group) recommended that allocations be based on
market-rate salaries for comparable occupations, as identified by a study commissioned by the
Group.

State and local property tax levies for schools.

State property tax levy for common schools. The state levies a property tax for common schools.
(Total state allocations for common schools substantially exceed revenues from the state property
tax, however.) In statute, the rate of the state property tax levy is $3.60 per $1,000 of assessed
value. Due to statutory growth restrictions on the state property tax levy, the actual effective
levy rate for taxes due in calendar year 2015 is $2.19 per $1,000 of assessed value. Like other
property taxes, including school district levies, the state property tax is levied and collected on a
calendar year basis.

School district excess levies. Upon voter approval, school districts are authorized to collect
levies above the 1 percent constitutional property tax limit. School district voters may approve
maintenance and operations (M&O) levies for up to four years, capital levies for up to six years,
and bond levies for the life of the bonds. Under the rulings of the state Supreme Court, M&O
levies may be used only for "enrichments" outside the program of basic education, and the state
may not cause school districts to rely on local levies for the support of the state's basic education
program.

A school district's maximum M&O levy amount is determined by the district's levy base and levy
percentage. Generally speaking, a district's annual levy base is its state and federal funding for
the prior school year, adjusted for inflation. Until calendar year 2018, the levy percentage for
most school districts is 28 percent, which means that each calendar year districts may collect up
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to 28 percent of their levy base. (Some districts are "grandfathered" at a higher levy percentage.)
Beginning in calendar year 2018, the levy percentage drops to 24 percent.

Local effort assistance.

Under the state's program of local effort assistance (LEA), also known as levy equalization, the
state provides additional funding to school districts that are at a relative disadvantage in raising
M&O levies due to relatively low property values. Local effort assistance is not part of the basic
education program. Currently, 207 districts receive LEA.

McCleary ruling and subsequent orders.

In the 2012 McCleary ruling, the state Supreme Court invalidated the state's pre-ESHB 2261
funding formulas and determined that the state had failed to fulfill its constitutional duty to make
ample provision for the education of all children. Among other things, the court determined that
the state funding formulas failed to allocate sufficient funding to hire and retain staff to
implement the state's program of education. In subsequent orders, the court has directed the
Legislature to provide the court with a year-by-year plan to implement all aspects of ESHB 2261.

Summary of Bill:

Findings and intent.
The Legislature acknowledges both the court's McCleary ruling on salary allocations and the

court's call for an implementation plan. The Legislature explains that both the House and Senate
budget proposals for 2015-17 meet statutory requirements by fully funding MSOC in the
2015-16 school year, by fully funding all-day kindergarten one year ahead of schedule, and by
continuing to phase in funding for K-3 class size reduction, with full implementation planned for
the 2017-18 school year.

The Legislature declares that increased state salary allocations are a necessary part of a
constitutional solution, but not a complete solution. The Legislature requires further deliberation
and analysis, as well as sufficient lead time to align any property tax-based solution with the state
budget. The Legislature declares that there is a need for further study of: TRI contracts; state
salary allocations, including regionalization and the possible simplification or elimination of the
state salary grid; the "enrichments" that may be funded with local levies; the role of LEA; the
appropriate amount of school district levies; and the relation of school district levies to the state
property tax.

Washington Education Funding Council established.
The Washington Education Funding Council (WEFC) is created to advise the Legislature as the

Legislature moves toward full implementation of ESHB 2261 by September 1, 2018. Under the
specified timeline, the WEFC must provide the Legislature with recommended changes to state

salary allocation formulas, school district levies, LEA, and state property tax laws or other state
tax laws.

The WEFC comprises 11 members: four members of each chamber of the Legislature; the
Governor or designee; the State Treasurer or designee; and the Superintendent of Public
Instruction or designee. The WEFC is staffed by committee staff of the Senate and the House of
Representatives, and the WEFC may also establish technical working groups to advise it on
technical and practical aspects of proposed policies or formulas.
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Timeline for WEFC recommendations and actions of the Legislature.
A timeline is established for research, recommendations, and legislation to implement ESHB

2261 by September 1, 2018. Due dates are prescribed for WEFC recommendations and for
enactments of the Legislature.

2015 WEFC recommendations. By December 1, 2015, the WEFC must provide the Legislature
and Governor with recommendations on:

1.
2.
3.
4.

5.

research on the use of TRI contracts, other factors that affect use of supplemental
contracts, and local levy expenditures;

a definition of "enrichment" that may be provided with local levies;

protections to ensure that local levies are spent only for enrichment;

statewide minimum and average CIS salaries, with recommendations on methodologies
for regionalizing allocations; and

local effort assistance.

2016 enactments of the Legislature. By June 30, 2016, the Legislature must enact laws that:

1.

[98)

effective September 1, 2018, define "enrichment," define the use of levy funding for
salary supplements, and establish protections to ensure that levy expenditures are outside
the state's basic education program;

. quantify the portion of locally funded salaries that are the responsibility of the state's

program of basic education and provide direction for a new state salary model;

establish preliminary guidance for a new salary model with regionalization;

establish preliminary policy guidance for school district levies for collection beginning in
calendar year 2018; and

establish preliminary policy guidance for LEA.

2016 WEFC recommendations. By November 15, 2016, the WEFC must provide the Legislature
with recommendations on:

1.
2.
3
4.

5.

quantification of a state salary allocation model for implementation in the 2018-19 school
year, including regionalization and methods for future adjustment;

quantification of school district levies;

whether changes to levies should result in changes to the state property tax;

other sources of state revenue to support ESHB 2261, including but not limited to a
carbon pollution tax; and

quantification of a LEA formula.

2017 enactments of the Legislature. By June 30, 2017, the Legislature must enact laws that:

1.

2.

3.
4.

provide a new salary allocation model and appropriate funding under this model for the
2018-19 school year;

consider whether new state revenue laws, including state property or carbon pollution
taxes, are needed, and if changes to the state property tax are enacted, provide for
transitional state and school district levies for calendar year 2018;

establish school district levies for 2018 and thereafter; and

establish LEA formulas and appropriates for those formulas.

Appropriation: None.
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Fiscal Note: Not requested.

Effective Date: The bill contains an emergency clause and takes effect immediately.
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